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This paper examines the systematic risk and the risk premium in Chinese futures 
market. Conditional CAPM is applied to estimate conditional beta, and the robust of 
the model is tested, which includes test of time-varying of the excess return of risk 
factors mimicking portfolio, test of the model structure stability and the sensitivity 
analysis of the model estimators to the asset allocation. The empirical results suggest 
that the conditional beta in most commodity futures is statistically insignificant. Due 
to the great volatility and abnormal observations appear in the time series data of the 
futures, we introduce the dummy variables, and make rolling regression test of the 
model structure stability within the sample. The results show that there is no obvious 
change in the model structure. In addition, we also make the sensitivity analysis of the 
model estimators to the different asset allocation scenarios. These test results suggest 
that the model is robust. And we make conclusions based on the empirical results as 
follows.  
First, the time series of the risk premium in WS, cotton and copper futures is a 
white noise series, thus there seems little risk premium detected in these futures. 
Second, the empirical results about the soybean, soybean meal, corn and aluminum 
futures show that, the systematic risk of the soybean futures is statistically significant 
positive, and the risk premium is time varying. However, the others reject the 
hypothesis. Consistent with Bessembinder (1992), the implications from the empirical 
results include: first, for the imperfections of the futures market in itself, the high 
transaction cost and the information cost cause the friction in the market, which lead 
to the pricing of the residual risk. Second, as the immature in the domestic futures, the 
perfect risk-return mechanism is absent, thus the residual risk in Chinese futures 
market is been priced. 
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